
 

 
 About the Fund 

The Pendal Government Bond Fund (Fund) is an actively managed portfolio of 
predominantly government bond securities which aims to take advantage of 
investment opportunities within bond markets.  

Fund Objective 

The Fund aims to provide a return (before fees and expenses) that exceeds the 
Bloomberg AusBond Govt 0+ Yr Index over a rolling 3-year period. The 
suggested investment timeframe is three years or more. 

Description of Fund 

This Fund is designed for investors who want to take advantage of opportunities 
within the government bond markets and are prepared to accept some variability 
of returns. The Fund offers income and a diversified portfolio of government 
bonds and cash securities. The Fund invests primarily in the Australian 
government bond market across a combination of Commonwealth government 
bonds, semi government bonds (State issued bonds), corporate bonds (which 
are Government guaranteed), foreign sovereign and supranational bonds. The 
Fund may also invest tactically in international government bonds, which are in 
developed markets. 

The Fund can use derivatives to achieve its investment objective and to gain 
exposure to assets and markets. Derivatives may also be used to reduce risk 
and can act as a hedge against adverse movements in a particular market 
and/or in the underlying assets. 

Pendal’s investment process for government bonds aims to add value through 
multiple strategies and investment research. Pendal seeks to generate excess 
returns through strategies including active security and sector selection, duration 
and yield curve management. 

Investment Team 

Pendal's Income & Fixed Interest team has extensive and varied experience 
across both local and international Fixed Interest markets. The team manages a 
range of strategies including Cash, Government bond, Composite bond, 
specialised Insurance solutions, Income solutions and Sustainable and Impact 
funds. The portfolio manager of the Fund is Tim Hext who has more than 35 
years industry experience. 

Other Information 

Fund size (as at 30 September 2026) $306 million 

Date of inception July 1992 

Minimum investment $500,000 

Buy-sell spread1 

For the Fund's current buy-sell spread information, visit 

www.pendalgroup.com 

Distribution frequency Quarterly 

APIR code BTA0111AU 

1 The buy-sell spread represents a contribution to the transaction costs 
incurred by the Fund, when the Fund is purchasing and selling assets. The 
buy-sell spread is generally incurred whenever you invest or withdraw funds, 
and may vary from time to time without notice. 

Fees and costs 

You should refer to the latest Product Disclosure Statement for full details of the 

ongoing fees and costs that you may be charged. 

Management fee2 0.32% pa 

2 This is the fee we charge for managing the assets and overseeing the 
operations of the Fund. The management fee is deducted from the Fund’s 
assets and reflected in its unit price. 

 

 Performance 

(%) Total Returns Benchmark 

  (post-fee) (pre-fee) Return 

1 month -1.02 -0.99 -0.95 

3 months -1.80 -1.72 -1.74 

6 months 0.92 1.08 0.92 

1 year -0.83 -0.52 -0.80 

2 years (p.a) 1.50 1.82 1.50 

3 years (p.a) 3.39 3.72 3.31 

5 years (p.a) -0.20 0.12 -0.38 

Since  
Inception (p.a) 

5.39 5.74 5.41 

Source: Pendal as at 30 September 2026. 

“Post-fee" returns assume reinvestment of distributions and is 
calculated using exit prices. “Pre-fee” returns exclude the effects 
of management costs and any taxes. Returns for periods greater 
than one year are annualised. Fund inception: July 1992. 

Past performance is not a reliable indicator of future performance. 

The benchmark for this Fund has changed over time. The 
benchmark performance shown is that of the combined 
benchmarks that the fund has aimed to exceed over time. 

 

  
Sector Allocation (as at 30 September 2026) 

Government bonds 18.3% 

Inflation linked government bonds 12.9% 

Semi-Government bonds 49.2% 

Inflation linked semi-government bonds 0.0% 

Cash & other 19.7% 

 
 

Fund Statistics (as at 30 September 2026) 

Yield to maturity# 5.00% 

Running yield* 3.62% 

Modified duration 5.36 years 

Credit spread duration 0.02 years 

Weighted average maturity 5.11 years 

# Yield to maturity is an estimate, at a point in time, of an individual 
security’s expected annual rate of return, assuming the security is 
held to maturity and all coupon payments are made on time and 
reinvested at the same rate. The Fund’s yield to maturity uses this 
calculation on a weighted average basis for all physical securities 
held in the Fund. The Fund’s yield to maturity does not represent 
the actual return of the Fund over any period. 

* Running yield is an estimate, at a point in time, of the annual 
income generated by an individual security expressed as a 
percentage of its current market price. It is calculated by dividing 
the coupon of the security by the market value of that security. The 
Fund’s running yield uses this calculation on a weighted average 
basis for all physical securities held in the Fund. Running yield 
does not reflect the actual income return of the Fund. 
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Market review 

The Reserve Bank of Australia tightened monetary policy by 

0.25% in September, taking the cash rate to 4.60%. Expectations 

for a further hike rose following the stronger monthly inflation data 

in August. The move higher in the oil price added to inflationary 

concerns.   

Australian data over September was generally on the soft side 

however, helping the relative outperformance to other bond 

markets.  Unemployment ticked up from 4.5% to 4.6%, NAB 

Business conditions fell below zero for the first time since 2020 

and household spending flatlined. The only number to do better 

than expectations was Q2 GDP, which came in at 0.4%, although 

this is showing that the pace of growth is slowing.  

The August inflation numbers were softer than expected, as new 

dwelling price rises are slowing, perhaps in response to weakening 

house prices. The trimmed mean number was only 0.2%, below 

the 0.3% expectation. This has reduced Q3 trimmed mean inflation 

expectations from 1% to 0.9%.  

The month began with the US and Iran exchanging strikes for the 

first time in almost a month, pushing oil prices higher and placing 

pressure on equities, credit spreads and bonds. The brent crude 

price rose from $90 to a peak of $109 by mid-month and weighed 

on bond yields. The oil price did fall to $100 by the end of the 

month however the move was not mirrored in lower bond yields. In 

the United States the yield curve flattened, with 2-year yields 

ending the month 0.55% higher at 4.89%. Ten-year bond yields 

ended 0.54% higher at 5.29%. Weighing on yields has been the 

large amount of debt issuance further out the curve from AI 

issuers. The short end underperformed with the Federal Reserve 

tightening monetary policy by 0.25% during the month.   

The European Central Bank also tightened policy by 0.25% in 

September, taking their policy rate to 2.50%. Weighing further on 

yields was stronger than expected inflation data. In Germany the 

short end of the yield curve underperformed with 2-year yields 

0.27% higher at 3.21% and 10-year yields 0.26% higher at 3.59%. 

French bonds significantly underperformed other European 

markets. Concerns over France's public finances increased 

following reports that debt had reached 119% of gross domestic 

product (GDP). Plans to cut the budget deficit from 5.4% to 5% 

were met with market scepticism given the fragmented nature of 

the French political environment.   

The Bank of Japan tightened also policy by 0.25% to 1.25%. 

Japanese bonds were amongst the best performers in developed 

markets for the month. Ten-year yields ended the month 0.11% 

higher at 3.05% and 30-year yields were only marginally higher at 

4.13%. BoJ Governor Ueda stated that with underlying inflation 

approaching their 2% target the banks focus had shifted from 

pushing prices up to target to guarding against an inflation 

overshoot.   

The Reserve Bank of New Zealand tightened policy by 0.25% to 

2.75% whilst the Bank of Canada left policy settings unchanged. 

Fund performance and activity 

The Fund had a negative performance in September as rising 

bond yields globally and domestic cash rate expectations pushed 

Australian bond yields higher. The Fund slightly underperformed 

the benchmark on the month, as gains in inflation bonds and 

relative value were more than offset by positions in duration and 

semi governments.  

The Fund kept duration close to benchmark in August and early 

September, avoiding most of the cash rate repricing. However, 

weaker domestic data in the NAB survey meant the Fund began 

extending duration, which proved too early as US bonds were hit 

hard.    

The overweight semi government (state) bonds were reduced in 

late August, but the remaining small overweight weighed on 

performance in late September as global credit spreads were 

impacted by the higher global yields.   

The Fund's holdings of shorter dated inflation bonds, where the 

capital indexes to headline inflation, outperformed in September as 

higher oil prices keeps headline inflation elevated. This should 

continue into early next year.  

In relative value the Fund maintains an underweight to short-dated 

government bonds and overweight in futures, reflecting the view 

that bonds will cheapen in the period ahead. This performed well 

on the RBA rate hike, as physical bonds underperformed bond 

futures.   

Outlook 

The key data release will be the 3rd quarter inflation number due in 

late October. Inflation remains uncomfortably high and any further 

indication of upward pressure will see the RBA tighten policy again 

in November. Globally central banks are losing patience in their 

fight against inflation. Five central banks tightened policy in 

September. In the United States the AI capex boom is supporting 

economic growth and driving equity markets higher. The large 

amount of debt issuance required to fund this putting upward 

pressure on longer dated treasury yields. European yields are 

being affected by the ongoing conflict in the Middle East. Japanese 

yields have also surged higher as the Bank of Japan tackles 

inflation that has been non-existent so far this century. With no lack 

of catalysts to see volatility pick up even further liquidity is more 

key than ever. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

  

 

For more information please call 1300 346 821,  
contact your key account manager or visit pendalgroup.com 

 

 

 

This factsheet has been prepared by Pendal Fund Services Limited (PFSL) ABN 13 161 249 332, AFSL No 431426 and the information contained within is current as at the date of this factsheet. It is 
not to be published, or otherwise made available to any person other than the party to whom it is provided. 

PFSL is the responsible entity and issuer of units in the Pendal Government Bond Fund (Fund) ARSN: 098 011 048. A product disclosure statement (PDS) is available for the Fund and can be 
obtained by calling 1300 346 821. The Target Market Determination (TMD) for the Fund is available at www.pendalgroup.com/ddo. You should obtain and consider the PDS and TMD before deciding 
whether to acquire, continue to hold or dispose of units in the Fund. An investment in the Fund is subject to investment risk , including possible delays in repayment of withdrawal proceeds and loss of 
income and principal invested.   

This factsheet is for general information purposes only, should not be considered as a comprehensive statement on any matter and should not be relied upon as such. It has been prepared without 
taking into account any recipient’s personal objectives, financial situation or needs. Because of this, recipients should, be fore acting on this information, consider its appropriateness having regard to 
their individual objectives, financial situation and needs. This information is not to be regarded as a securities recommendation. 

The information in this factsheet may contain material provided by third parties, is given in good faith and has been derived from sources believed to be accurate as at its issue date. While such 
material is published with necessary permission, and while all reasonable care has been taken to ensure that the information in this factsheet is complete and correct, to the maximum extent permitted 
by law neither PFSL nor any company in the Pendal group accepts any responsibility or liability for the accuracy or completeness of this information. 

Performance figures are calculated in accordance with the Financial Services Council (FSC) standards. Where performance returns are quoted "Post fees" then this assumes reinvestment of 
distributions and is calculated using exit prices which take into account management costs but not tax you may pay as an investor. Where performance returns are quoted "Pre fees and tax", they 
exclude the effects of management costs and any taxes. Past performance is not a reliable indicator of future performance. 

If market movements, cash flows or changes in the nature of an investment (e.g. a change in credit rating) cause the Fund to exceed any of the investment ranges or limits specified, this will be 
rectified by PFSL as soon as reasonably practicable after becoming aware of it. If PFSL does so, it will have no other obligations in relation to these circumstances. The procedures, investment ranges, 
benchmarks and limits specified are accurate as at the date of this factsheet and PFSL reserves the right to vary these from time to time. 

Bloomberg Finance L.P. and its affiliates (collectively, “Bloomberg”) do not approve or endorse this material and disclaim all liability for any loss or damage of any kind arising out of the use of all or any 
part of this material. 
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